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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, "'no” responses have keen disclosed in the financial statements, including the notas, orin the
Management Letter (repart of comments and recommendations).
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Check each applicable box below. (See instructions for further detail }

All required compeonent units/funds/agencies of the local unit are included in the financial statements and/or disciosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or mare of this unit's unreserved fund balances/unrestricted net assets
(FP.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury,
The local unit has adopted a budget for all required funds.

A public hearing on the budgst was held in accordance with State statute.

The local unit has not violated the Municipat Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division,

The locat unit has not been delinguent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds depositsfinvestments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previcusly communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The [ocal unit has complied with GASEB 34 or GASB 34 as modified by MCGAA Statement #7 and other generatly
accepted accounting principles (GAAR).

The board or council approves all invoices prior to payment as required by charter or statute.

Te our knowledge, kank recenciliations that wers reviewed wers performed timely,

If & local unit of government (autherities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a

description(s)

of the authority and/or commission.

[, the undarsigned, certify that this statement is complete and accurate in all respects.

We have enclosed the fellowing: Enclosed  Wot Requirad (enter a arief justification)

Financial Statements .

The letter of Comments and Recommendations EI

Other {Descrite) :I

Ceartified Pubiic Accountant {Firm Marne) Telephore Number
Kenneth B. Cook, CPA, PC 989-362-4412
Streat Address Ciry State Zip
438 Lake Street Tawas City Ml 48763
. Authorizirg CPA Signatur: g Printed Name Lizznse Mumber
&fclh frem Kenneth B. Cook 12711
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Kenneth B. Cook, CPA, PC

Certifica Public Accounuant

£33 Lake Streer, [T

INDEPENDENT AUDITORS' REPORT

February 7, 2007

Members of the Township Board
Township of Adams
Arenac County, Michigan

We have gudited the accompanying financial statements of the governmental activities and each major fund of the
Township of Adams, Arenac County. Michigan as of and for the vear ended June 30, 2006, which collectively comprise
a portion of the Township's basic financial statements as listed in the table of contents. These financial statements are
the responsibility of the Township's management, Our responsibility is to express an opinion on these financial
staternents on our gudir.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statemenis
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the ameunts and
dizclosures in the financial staternents. An audit also includes assessing the accounting principles used and significant
estiriates mada by management, as well a3 evaluating the owverall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

Tn our opinion, the financial statements referred to above present fairly, in all material respects, 'the respective finencial
position of the governmental activities and each major fund of the Township of Adams, Arenac County, Michigan as of
June 30, 2006, and the respective changes in financial position thereof, for the vear then ended in conformity with
accounting principles generally accepted in the United States of America.

Ag deseribed in Note 1, the Township has implemented a new financizl reporting model, as required by the provisions
of GASBE Statement No. 34, Basic Financial Statements - ard Management's Discussion and Analvsis for State and
Local Governments, as of April 1, 2003,

The Managemeni's Dhscussion and Angiysis and budgetary comparison information 15 not a required part of the basic
financial statements but is supplementary information requized by accounting principles generally accepted in the United
States of America. We have applied certain limited procederes, which consist principally of inquires of managemeant,
regarding the methods of measurement and presentation of required supplementary information. Howsver, we did not
audit the informarion and express no opinion on it

Out audit was conducted for the purpose of forming an opirion on the Township's basic financial statements. The other
supporting information is presented for the purposge of additional analysis and 13 not a required part of the basic financial
staterments. Such information has been subjectad to the auditing procedures applied by us in the audit of the basic financial
staternents and, in our opinion. it is fairly stated in al) material respects in relation 1o the basic financial statements taken

as a whole.

W 55 00,
Kenneth B, Cook, CPA, PC
Certifiad Public Accountant




TOWNSHIP OF ADAMS
Arenae County, Michigan

MANAGEMENT'S DISCUSSION AND ANALYSIS
For the year ended June 30, 2006

The Management's Discussion and Analysis report of the Township of Adams covers the Township's financial
performance during the year ended fune 30, 2006.

FINANCIAL HIGHTIGHTS

Our financial stafus decreased over the past vear due primarily to significant investment in Township roads. Nets assets
a1 June 30, 2006, wotalad $130,526 for governmental activities, Overall capital assets increased modestly at $384,

Overall revenues were $79.904. Governmental activities had a $30,957 decrease in nat assals,
We did not incur any new debr

OVERVIEW OF FINANCIAL STATEMENTS

This annual repori congists of three parts, management's discussion and analysis, the basic financial statements and
reqguired supplementary information. The basis financial statements include two different kinds of statements that
present different views of the Township and the notes 1o the finencial statements,

The first two statements sre entity-wide financial statements and provide both long and short-term information sbout
our overall (inancial status. These statements pragent governmental activities.

The remaining atatements are fund financial statemens, which focus on indvvidual parts of the Township in mors detail.
The notes to the financial statements explain some of the information in the statements and provide more detailed data.

Required supplementary information further explaing and supports the financial statement information with budgerary
COTParisens.

ENTITY -WIDE FINANCIAL STATEMENTS

The entiiv-wide statements report information about the Towaship as a whole using accounting methods used by private
campanizs. The statement of net assets includes all of the Township's assets and liabilities. The statement of activities
records all of the cwrent vear revenues and expenses regardless of when recerved or patd.

The two entitiv-wide financial statements report net assets and how they have changed. Net agsets are the difference
between the entity’s assets and liabilities and this is onne method to measure the entity's financial heath or position.

Crver time increases-decreases in the entity's net assets are an indicator of whether financial position 1s improving or
dereriorating.

To assess overali health of the entity vou may also have to consider additional factors such as tax base changes, facility
conditions and personnal changes.

All of tha activities of the Township ara reporied as govemmentzl activities. Thiz includes the General Fundg and the Firs
Fund.




TOWXNSHIP OF ADAMS
Arenac County, Michigan

MANAGEMENT'S DISCUSSION AND ANALYSIS
For the wear ended June 30, 2006

FUND FINANCIAL STATEMENTS

The fund financial statements provids more detailed information about the Township's funds, focusing on significant
(major) funds not the Township as a whole Funds are used to account for specific activities or funding sources. Some
funds are required by law or bond covenants. The Township Board also may ¢reate them., Funds are established to
account for funding and spending of specific fmzncial resourees and to show proper expenditures of those resources.

The Township has the following types of funds:

Governunental funds: Ail of the Township's activities are included in the governmental category. These funds are
presented on the modifi=d accrual basis, which is designed to show short-termn financial inforemation. You will note
that the differences bavween the Township's entiia-wide statements and the fund statements are disclosed in
reconciling stalements to explain the differences between them. The Township's governmental activities include
the General Fund and Fire Fund.

FINANCIAL ANATYSIS OF THE TOWNSHIP A8 A WHOLE

Our cash position 15 the governmental activities remains stable.

FINANCIAL ANALYSIS OF THE TOWNSHIP'S FI'NDS

The General Fund pavs for mesi of the Township's governmental services which totaled 5119,384.

CAPITAL ASSET AND LONG-TERM DEBT ACTIVITY

The Township's zovernmental activities invested S8R in capital assels this vear.
The Township did not have any long-term delbt activity during the vear.

ENOWN FACTORS AFFECTING FUTURE OPERATIONS

The future of state revenue sharing is uncertain and represents a significant portion of the Township's income.

CONTACTING THE TOWNSHIP'S MANAGEMENT

This financial report is designed to provids our taxpayers, ereditors, investors und customers with a general overview
of the Township's finances and to demonstrate 1he Township's sccoumability for the revenues it receives. If vou have
any quesiions concerning this report please contact the Township Clerk, Judy Card at the township hall.

¥




TOWNSHIP OF ADAMS
Arenac County, Michigan

Government-wide Statement of Net Assets

Governmental
_ Activities
Assets
Current Assels:
Cash - Checking & Savings flie,167
Delinguent Taxes Receivable -
Due from Tax Collection Fund . - 14,713 _
Taotal Current Assets 130,880
Non-Current Asgsets:
Capital Assets $95.601
Less: Accumulated Depreciation (9,114)
Total Non-Current Assers ] ) 46,487
Totals Assets 5217367
Liabilities and Net Assets
Current Liabilities:
Accounts Pavabls 5354
Tatal Current Lizbilities 354
Net Assets:
Investad in Capital Assets B6,487
Unrestricled B 1300526
Total Wet Asscts 217,012

Total Lizhilities & WNet Assets

June 30, 2006

The notes 1o the firancial statements are an integral part of this statement,
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FUNCTIONSPROGRAMS

Govemnmental Activities:

Legislative

General Government
Public Safety

Publiz *Works

Total Governmental Activiries
General Revenues

Property Taxes

State Sharcd Revenus

Interest on Investments
Total General Revenues
Changes in Net Assets

Ner Assets, July 1, 2003

et Assets, Tune 30, 2006

TOWNSHIP OF ADAMS
Arenac County, Michigan

Government-wide Statement of Activities

June 3, 2006

Program

Revenue

Govermmental

Activities

Charges for

Net (Expense)
Revenue and

Changes i Net

Expenses Services Agsets
$5.840 - (55,840)
38,671 2,705 (35.916)
9,935 (9.933)

_.selz o (50,123)

_ . 3)3819 §2.705 (3131,514)
$35,110

37,975

2,838

75,923

(55,891)

272,904

The notes to the financial statements are an tntegrai part of this statenient,
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TOWNSHIP OF ADAMS
Arenac County, Michigan

Balan¢e Sheet - Governmental Funds

Assets

Cash - Checking & Savings

Delinguent Taxes Receivable -

Due from Tax Collection Fund
Total Assels

Liabilitizs & Fund Equipy

Ligbilities:
Accounts Payable

Total Liabilities

Fund Equity:
Fund Palance
Linreserved

Total Fund Equity

Totai Ligbiliies & Fund Equity

June 30, 2006

(ensral Fire
Fund L Fund Total
116,167 S0 5116,167
14,713 - 14,713
513085 30 51308%0
) S334 - §334
354 e 3
130,526 L 0 130,526
130,526 0 __ 13052
S120.BR0 50 5130,880

The notes 1o the financial statements arc an integral part of this statement.
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TOWNSHIP OF ADAMS
Arenac Councty, Michigan

Statement of Revenues, Expenditures and Changes in Fund Balances -

Governmental Funds
June 30, 2006

General Fire
Fund Fund Total

Revenues: T T T

Taxes 525,175 89,935 S35.110

State Shared Revenue 37,975 - 37,975

Charges for Services 2,702 - 2,705

Interest on Investments 2,838 2,838
Tolal Reventtes 77 6E,693 9.935 73.628
Expenditures;

Legislatve:
Township Board 5,840 - 5,840
General Government:
Supervisor 5632 - 5,633
 Elections 252 - a2
General Services Adminisranon:
AB5E550T 5,475 - 5475
Clerk 3,807 - 3,807
Board of Review 370 - 370
Treasurer 5236 - 5,236
Bulding & Grounds 5.042 - 9,042
Public Safety:
Fire Protection - 5,935 0,935
Public Works:
Highwavs, Sireets & Bridges 20,123 - 20,123
Cemertery 2,500 - 2,500
Capital Outlay 854 - s&4
Toral Expendimires 119,334 9,933 129,319
Excess (deficiency) of Revenues

Over Expenditures (30,6913 0 (50,691}
Fund Balances, July 1, 2003 181,571 0 181,571
Fund Balances, June 30, 2006 5130,880 50 5130,880

The notes 10 the Anancial siztentents are an integral part of this statcment.
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TOWNSHIP OF ADAMS
Arenac County, Michigan

Reconciliation of the Statement of Revenues, Expenditures and Changes in

Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended June 30. 2006

et Charge in Fund Balances - Tetal Governmental Funds (530,691)
Amounss reported for governmental activities in the Statement of Activities are different because:

Governmental funds report capital outlays as expendinres; in the Statement of Activias,
these costs are allocated over their estimared usefil lives as depreciation,

Depreciation Expense (5,200
Capital Outlay 0

Repaymeni of debt principal is an expenditure in the govermmental funds, the
repayment does not have an affect in the statement of activitics but does
reduce the debt balance in the statement of net assets.

Principal payments on Jong-term debt ]

Change in Net Assets of Governmental Activities o (535.89]1)

The notes o the financial statements arc an inegral part of this statement.
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TOWNSHIP OF ADAMS
Arenac County, Michigan

NOTES TO FINACIAL STATEMENTS
June 30, 2006

Note i - Summary of Significant Accounting Policies

The aceounting policies of the Township of Admas, Arenac County, Michigan, conform to generally
accepted accounting principles as applicable to governmeant units.

Deseription of Townhsip Operations and Fund Tvnes

Adams Township operates under an elected Township Board {five members) end provides
services to its more than 330 residems in many areas including fire protection, cemestary and
improvement of local roads.

The Township's reporting entity applies all relevant Govemmental Accounting Standards Board
{GASD) pronouncements. All activities over which the Township excercises oversight
responstbility have been included in the reporting entity.

Basis of Presentation:
The financial activities of the Township are recorded 1o the fund described as follows:

Govermmental Funds
(Feneral Fund
Thits fund is used to account Yor all the fransactions not accounted for in another
fund, including the general operating expenditures of the Township revenues
which are primarily derivad from property taxes and state diswibutions.

Special Revenue Funds

This funds (Fire Fund) 15 used to account for specific governmental revenues
(other than special assessments and major capital projects) requiring separate
accounting beeause of legal, regulatory or administrative action.

Iiduciarv Fund
This fund (Property Tax Collection Fund) is used :o account for assets held in
an agency capacity for others.

Basis of Accounting
Basis of accounting detenmines when transactions arve recorded in the financial records
and reported on the financial statements. Governmental Zunds use the modified acerual
basis of accounting.

Inventories
Inventories have riol been recognized in the financial statements as materials and supplies
gre not material and have been expensed when purchased.

Captial Assets

Capital assers are recorded at historical cost or =stimated historical cost. Donated asssts
are reported at estimated fatr market value at the date of donation. Additions,
improvements and other capital outlays that significantly extend the useful life of an

agset are capitalized. Other costs incured for repairs and maintenance are expensed

a3 incurred, Depreciation on all assets is provided on the straighi-line basis over estimated
useful lives,




Property Taxes
Properties are assessed as of December 31 and the related property taxes become a lien

on December I of the following vear. These taxes are due on February 14 with the
final collection date of February 28 before they are added to the county tax rolls. The
Township's total millage was (8492 for operations and 1.0000 for fire protection and
the total taxable value of propertics in the Township was $12,548, 081,

Noie 2 - Budegets

The following procedures are followed in esiablishing the budgelary data reflected in the
financial stalements,

l. Priorto the beginning of the fiscai year, the proposcd operating budget is submirtted
to the Township Board which includes proposed expenditures and a means for
[inancing them.

A public hearing 15 held to obtain taxpaver comments.

. The budget 15 adopred prior 1o July 1.

. Budget appropriations lapse at the end of the fiscal vear.

Budgetary amounts are reported in these financial statements as they are

originally adopted, or as amended by the Township Board.

EJ‘\ P P l\J

Note 4 - Deposits and Investmens

The Township's investment policy does not address the concentration of credit risk, interest
rate risk or foreign cwrency risk.

The Township Board has adopted an investment policy in accordance with Act 196, PA 1897
which authorizes the Township to deposit and invest in accounts of federally insured banks
credit unions, and savings and loan associations; bonds, securiiles and other direct obligatons
of the United States, or any agency or instrumentality of the United States; United States
government or federal agency obligation repurchase agreements; banker's acceptances of

the United States banks; commercai] paper ratad within the two highest classifications,
which mature not more than 270 days after the date purchase; obligations of the State

of Michigan or its politcal subdivisions which are rated as investment grade; and mutuals
funds composed of investment vehicles which are legal for direct investment by local

unitg of govermment in Michigan, Financial institations elizible for deposit of public

funds mns maintain an office in Michigan.

The Township's deposits and investiments are in accordance with sramiory auhority,

The Governmentel Accouniing Stendards Board Statement No. 3, risk disclosures of all
cash deposits are as follows:

Carrving Bank
Deposits ~Amount ~Balance
Tnsuced (FDIC) $130,880 5131,281
Uninsured 0 i}
Total $130,880 _  SI3L2E1




Note 4 - Capuial Assets

A stunmary of changes in capital assers for the cwrent vear are as follows:

Balance Balance
_ July 12005 Addidons - Deletions June 30, 2006
Land $5,000 S0 SO 55,000
Buildings 75,461 0 { 76,461
Equipment &

Fumitare L 13,256 L Bk _ L — . 14140
Total 7 5884 S0 $£95,601
Accumulated

Depreciation (3914 {5,200} 0 {9,114}
Net Capital Assets $90.803 (34,3163 30 586,487

Note 5 - Pension Plan

The Township has a defined contrtbution plan with Travelors Life Insurance Company covering
all full time emplovees effective July 1, 1991. The pension expense is based on 7.3% of
compensation and twraled 51,525 for the curresit vear. Vesting is 100% from the date of deposit

Note 6 - Risk Management

The Township is exposed to various risks of loss related 1o property loss, tonts, errors. omissions,
and employvee injuries. The Township has purchased commercial insurance for risks of loss.
Settled claima related to the commercial insurance have 1ot exceeded the amount of insurance
coverage in anv of the past three fiscal years.

E




TOWNSHIP OF ADAMS
Arenae County, Michigan

Statement of Revenue, Expenditures and Changes in

Tund Balances - Budeet and Actual - General Fund

For the Year Ended June 30, 2006

Variance
Original Amended Favorable
Revenues: Budget  Budgat ;f\_c_utal { Umia_\iclr_aﬂni
Taxes $25.000 523,000 525175 SETS
State Shared Revenue 37,000 37,000 37.975 973
Charges for Services 25700 2700 2,703 3
Interest on Investmeants 2,800 2,800 2,838 38
Total Revenuss 67,500 67,500 68,653 1,193
Expenditures:
Township Board 11,784 11,200 5,840 5360
Supearvisor 5,704 3,700 5,655 43
Elections 3,080 3,000 232 2748
General Services Administration:
Assessor 5,500 5,500 5,475 25
Clerk 4.050 4,050 3,807 243
Board of Review 1.230 1.250 370 630
Treasurer 5,623 5625 5,236 389
Building & Grounds 14.200 14,200 9.042 3,138
Highways, Streets & Bridges 102,380 102,380 50,123 22,457
Cemetary 4,000 4,000 2.500 1,300
Capital Outlay 416 1,000 884 116
Totl Expenditures CsI0s ISI0S 1essd e
Excess of Revenues Over {Under) Expenditure {(90.603) (90,603) (50,601} 39,914
Other Financing Sources {Uses)y:
Operating Transfers In (Ot} - - - -
Deb* Retirement - - - -
Excass of Revenues and Other Sources - . -
Cheer (Under) Expenditures and Other Uses (90,505) 190,603} {30,691} 39.914
Fund Balance, July 1, 2002 181,571 181,571 181,571 -
Furd Balance, Junc 20, 2006 890966 590,966 SI30,880  $39,914

The notes to the financial statemenis are an integral part of this statement.
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TOWNSHIP OF ADAMS
Arenac County, Michigan

Statement of Revenue. Expenditures and Changes in

Fund Baiances - Budget and Acteal - Fire Fund
For the Year Ended June 30, 2006

Variance

Criginal Amended Favorable
Revenues; _ Budge  Budger  Actual (Unfavorable)
Taxes 89935 _$? 933 — __539,935_ ________ ﬁ
Total Revenues 9,935 5,535 9,933 i
Expenditares:
Public Safery
Fire Protection 9,935 L 0,923 9,938 o
Total Bxpenditares | 9,933 9,935 9,935 _
Excess of Revenues Over (Under} Expendinwre o O _ _O - 0
Other Financing Sources (Usesh:
Operating Transfers In (Qut} - - - -
Debt Retirement - - - -
Excess of Revenues and Other Sources }
Over {Under} Expenditures and Other Uses 0 0 0 5
Fund Balance, July 1, 2005 o - - - -
Fund Balance, June 30, 2006 S0 S0 50 S0

The notes to the financial sietements are an integral pait of this statement.

13




TOWNSHIP OF ADAMS
Arenac County, Michigan

Statement of Changes in Assets and Liabilities-Current Tax Colleciion Fund
June 30, 2006

Balance Balance
July 1, 20035 Additions  Deductions June 30, 2006
Asgafs
Cash - Checking & Savings 514,430 5405,938 (S405.672)  Fl4.713
Toral Assets 14,430 $405,95% (3403,675) :

Liakilities
Due to Other Govermmental Units S0 5379315 ($379,313) a0
Due 1o Individuals 0 424 {424} 0
Duc to Other Funds 14430 26,221 (25,938] 14,713
Totat Lizbilitics S14,430  $405,95% (5405.67 514,713

The notes to the financial statements are an integral part of this statement.
14




Kenneth B. Cook, CPA, PC

Cerilfied Public Accounsan:

Bebruary 7. 2007

Members of the Township Board
Township of Adams
Arenac County, Michizan

We have audited the financial statements of the Township of Adams for the vear ended June 30, 2006, As
required by auditing standards generally accepted in the Unitad States, the independent auditor 15 required to
comrmunicate the following additional information related to our audit,

Auditor's Respoasibility Under Auditing Standards Generallv Accepted in the United States

We conducted our audit of the financial statements of the Township of Adams in accordance with auditing

standards gererally accepred in the United States. Our responsibility is 1o plan and perform our audit to oblain

reasonable, but not absoluie, assurance about whether the financial statements are free of material misstatement

and are fairly presented in accordance with U.S. generally accepted accouniing prineiples. Because an audit is
2signed to provide reasonable, but not abselute assurance and because we did not perform a detailed

examination of all rransactions, there 1s a risk that material misstatements may exist and not be detected by us,

As part of the andit process, we consider the internal control structure of the Township. Our consideration is for
the purpose of determining our aunditing procedures and not to provide any assurance concerning the internal
controls.

We also perform tesis of compliance with certain provisions of laws, regulations, contracts and grants. However,
the objective of our tests was not to provide an opinion on the compliance with such provisions,

Significant Accounting Policies
The Township Board is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies uzed by the Township are described in Note 1 to the financial statements.

Otiher Communications

Auditing standards require us to inform vou of other significant issues such as, but not limited to, {1} Accounting
estimates that are particularly sensitive because of their significance to the financial statements or because of the
possibility that future events affecting them may differ significantly from those expected; (2} Significant andit
adjusiments that may not have been detected except through the auditing procedures we performed;

{3} Disagreements with the Township regarding the scope of the andit or application of accounting principles;
{4) Consultation with other accountants; (3) Major tssues discussed with management prior to retention; and

(6) Difficulties encountered in performing the audit.

We bave no significant tsanes, regarding these meattors to report 10 vou at this time.  Audit adjustments were
minimal, and are availabie w review,

Seperation of Duties

Due to the small stafling at Adams Township, it is impossible to have different individuals perform bank
reconciliation’s, bank deposits and collection of cash o better segregate duties. This will be an ongoing intemal
control weakness unlil the Township smplovs assisiants and separation of duties.

We wish 1o express our appreciation for the opportunity to serve you

This infonmation is itended solely for the use of the Township Board and the Michigan Department of Treasury
and is not intended to be and should not be used by anyone other than thess parties.

%/@;75&;474 (e

Kenneth B, Cock. CPA, PC
Certified Public Accountant
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